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ABSTRACT 

The need for change in the accounting and audit profession is a topic discussed and 
accepted by both regulators and accounting professionals. The authors aimed to investigate 
whether audit education has an effect on the existence of the audit expectation gap. To 
achieve this objective, they administered a survey on students, used as proxies for different 
categories of stakeholders. The results highlight that audit education is impactful in covering 
the audit reasonableness gap, thus more action in this direction is necessary. 
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Introduction 

The financial crisis and significant financial scandals 
have had an adverse effect on the audit profession. In 
particular, the public’s confidence in auditor reporting 
has decreased, while stakeholders’ expectations con¬ 
cerning the audit profession has increased, and, there¬ 
fore, the audit expectation gap (AEG) appeared. 
Consequently, change in audit reporting is crucial and 
necessary for a more acquainted decision-making pro¬ 
cess, and actions are required in the direction of 
decreasing the AEG. 

One impediment in offering a solution for better 
audit reporting is the fact that the auditor provides 
only reasonable assurance through the expressed opin¬ 
ion, leaving the door open for possible detection risk. 
The International Auditing and Assurance Standards 
Board (IAASB) has promoted the idea of the auditor 
communicating more relevant information to users, 
through the extended audit report. The IAASB has 
considered this a solution for reducing pressing mat¬ 
ters such as the AEG, although academics and stake¬ 
holders alike might argue it has not yet been resolved. 

Can it be that it is not only extended auditor 
reporting that can help reduce the AEG, but also audit 
education? One of the AEG components is the audit 
reasonableness gap (ARG), which is defined as unrea¬ 
sonable expectations that the public has from the 
auditor, in the audit mission. Thus, even with 2015 
audit reporting revised standards, aimed at improving 
the communicative value of the audit report, the issue 


remains. The new standards help close the deficient 
standards gap, or the deficient performance gap—the 
other components of the AEG. However, stakeholders 
still have unreasonable expectations of the auditor, 
creating the ARG. 

The research’s objective is to prove that the level of 
audit education of stakeholders is an important part 
of reducing the AEG and is just as important as the 
reporting standards revision process. To achieve this 
objective, we conducted an extensive analysis, in the 
period of May to June 2016, of responses given by 
three categories of students, as proxies for stakehold¬ 
ers: with minimal audit studies, with typical audit 
studies, and with advanced audit studies. 

The results show that audit education has an 
impact on the AEG and the manner in which users 
understand the responsibilities of the auditor, and 
should measures be taken to increase the stakeholders’ 
level of education in audit, combined with new and 
revised reporting standards, the AEG can be reduced. 

We continue with an overview of the main ideas 
revealed in the international literature concerning the 
AEG and audit education. The Method section refers 
to the hypotheses development, research design, and 
sample and statistical measurements. The Results sec¬ 
tion describes the used sample and an analysis of each 
hypothesis in detail. The last section concludes the 
results of the research, the contribution to the litera¬ 
ture, and a highlight of the limits and potential fur¬ 
ther developments in the research area. 
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Literature review 

A great number of authors provide an excellent starting 
point on what the AEG is: a misunderstanding between 
the stakeholders and auditors, regarding what the stake¬ 
holders believe the responsibilities of the auditors are, 
and what auditors actually consider to be their responsi¬ 
bilities (Frank, Lowe, & Smith, 2001; Kamau, 2013; 
Mock et al., 2013; Porter & Gowthorpe, 2005; Turner, 
Mock, Coram, & Gray, 2010; Zikmund, 2008). These 
studies consider that the AEG has two components: a 
reasonable (or performance) gap and a reasonable¬ 
ness gap. 

Concerning the reasonable expectations of the 
auditors work, Dennis (2010) and Okafor and Otalor 
(2013) consider that there needs to be a consensus 
between the auditors and standard setters to establish 
duties that are not present in current standards, to 
cover the “deficient standards gap.” The 2015 new 
ISAs have included inputs from stakeholders and have 
altered audit reporting standards, to contain more 
relevant information, such as the key audit mat¬ 
ters (KAMs). 

The deficient standards gap should not be mistaken 
for the “deficient performance gap” when auditors do 
not follow standards. Unfortunately, the general public 
cannot differentiate these differences because most 
users/investors lack proper audit education. 

On the other hand, the society’s expectation of 
auditors is a component of the AEG that is much 
more difficult to reduce because it is driven by the 
reasonableness gap. How can the IAASB reduce a 
deficiency which exists because of unreasonable 
expectations of the public, only by revising auditing 
standards? It is simply not enough, and it is our opin¬ 
ion that audit education has an impact on this issue, 
being a possible solution to this deficiency. 

Brown (2009) accomplished a review of a special 
number of JAAR, which contains several papers 
focused on different aspects of the AEG, including the 
nature of the audit process itself and the relationship 
with audit education, a topic that questions whether 
audit education can help reduce the AEG. A series of 
studies conducted by authors such as Fadzly and 
Ahmad (2004), Lin and Chen (2004), Siddiqui, 
Nasreen, and Choudhury-Lema (2009), Pourheydari 
and Abousaiedi (2011), De Muylder, Hardies, and 
Breesch (2012), Ihendinihu and Robert (2014), and 
Devi and Devi (2014) undertook empirical methods 
with a similar methodology (using a survey) to prove 
the existence of the AEG in different countries around 
the world, and also methods of minimizing this issue. 
All studies applied a similar methodology based on a 


questionnaire, applied to a sample of various catego¬ 
ries of users (auditors, loan officers, students) in dif¬ 
ferent contexts, which allowed results comparability. 

The most relevant issues are concerning the auditor 
and board’s responsibilities related to fraud (Siddiqui 
et al., 2009), financial statements (De Muylder et al., 
2012), and perceived assurance offered by auditors 
within the auditor’s report. These issues will be the foun¬ 
dation for the hypothesis development in this study. 

The common conclusion of these studies is that we 
cannot expect current stakeholders to fully understand the 
outcome of an audit mission and have reasonable expecta¬ 
tions from an auditor when even graduates or students 
with accounting and auditing background sometimes lack 
fundamental knowledge in this area of expertise. 

The main actors of the audit education system are 
economic higher education entities and the professional 
organizations in their interrelated connection. At an 
international level, the International Accounting 
Education Standards Board (IAESB) serves the public 
interest by establishing standards in the field of profes¬ 
sional accounting education that prescribe technical 
competence and professional skills, values, ethics, and 
attitudes. Through its activities, the IAESB enhances 
education by developing and implementing 
International Education Standards (IES), which increase 
the competence of the global accountancy profession— 
contributing to strengthened public trust (International 
Accounting Education Standards Board, 2016). 

One current project of the IAESB is the revision of 
IESs, the Framework for IES for Professional 
Accountants and Aspiring Accountants. An aspiring 
professional accountant is, according to the IAESB 
(2016), “an individual who has commenced a profes¬ 
sional accountancy education program as part of Initial 
Professional Development.” Given the fact that the pro¬ 
viders of the formal education in accounting and audit¬ 
ing share the same purpose, to develop the knowledge 
and skills of individuals aspiring to be part of the 
accountancy profession, it should be no surprise that 
these providers cooperate on different levels. Today’s 
trainees in auditing and accounting member bodies 
were yesterday’s accounting or auditing students, and 
graduates are tomorrow’s auditors or chartered 
accountants. Each country has professional organiza¬ 
tions for the accountancy profession and universities 
that offer accounting and audit specializations. 

Statement of the problem 

Thus, for the analysis of the impact of audit education 
on the understanding of the responsibilities of the 
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Table 1 . Survey questions and reasoning. 


Question 

Statement 

Reasoning 

1 

The auditor is responsible for the preparation of the finan¬ 
cial statements. 

This question seeks to find whether respondents know that it is 
NOT the auditor's responsibility to prepare the financial state¬ 
ments, but the company's management. 

2 

The auditor is responsible for issuing an opinion on the true 
view of the financial statements. 

Linked with the previous question, the authors seek to find the 
respondents knowledge on the real responsibility of 
the auditor. 

3 

The board of directors of the audited entity is responsible for the 
preparation of the financial statements. 

This is a "trick" question because the Board of Directors is not 
responsible for the preparation of the financial statements, but 
they are involved in the leadership of the company. 

4 

One has absolute (100%) assurance that the financial statements 
are free from all errors if the auditor issues an unqualified 
audit opinion. 

Another "trick" question because the authors want to see 
whether respondents are aware of the level of assurance the 
auditor provides, which is reasonable, and never absolute. 

5 

One has reasonable assurance that the financial statements are 
free from all errors if the auditor issues an unqualified 
audit opinion. 

Linked with the previous question. 

6 

The auditor should verify all the operations of the audited entity. 

The auditor can never verify all of the operations of the audited 
entity. That is why sampling is critical. Whether respondents 
know this aspect, remains to be seen. 

7 

The auditor may use sampling in an audit. 

Linked with the previous question. 

8 

The auditor is responsible for detecting fraud. 

With this question, the authors test whether respondents know 
that the auditor is, within reasonable expectations, responsible 
for detecting fraud, but not for preventing it. 

9 

The auditor has to apply sufficient control procedures and profes¬ 
sional skepticism to detect fraud as much as possible. 

Linked with the previous question. 

10 

The auditor is responsible for preventing fraud 

Linked with the previous question. 

11 

12 

The board of directors is responsible for detecting fraud. 

The board of directors is responsible for preventing fraud. 

Linked to the previous questions. Is the auditor responsible for 
detecting fraud, preventing fraud, or is the Board of Directors? 
It is evident that it is the Board's responsibility to prevent and 
possibly detect fraud, by verifying the management's activity. 

13 

An unqualified audit opinion signals the fact that the audited 
entity does not commit fraud. 

Linked with Q4 and Q5, the analysis is aimed at whether 
respondents distinguish between reasonable and absolute 
assurance, with regard to fraud. 

14 

15 

The auditor has to apply sufficient control procedures and profes¬ 
sional skepticism to assess the going concern ability of the 
audited entity. 

An unqualified audit opinion signals the fact that the audited 
entity is financially sound and cannot go bankrupt. 

Linked with Q4 and Q5, the authors test whether respondents 
distinguish between reasonable and absolute assurance, with 
regard to the going concern or business continuity of 
the entity. 


auditor, the study tests whether accounting and audit 
students (at the bachelor and master level) fully and 
correctly understand the responsibility of the auditor 
in the audit mission (thus having an impact on the 
[lack of?] presence of the AEG), when compared with 
other students with economic background. 

Method 

Hypotheses development 

Based on results revealed in the literature Fadzly and 
Ahmad (2004), Siddiqui et al. (2009), Pourheydari and 
Abousaiedi (2011), and De Muylder et al. (2012), and 
taking into consideration different categories of stu¬ 
dents, the research hypotheses are constructed and 
will be tested in the survey analysis. The answers pro¬ 
vided by the different categories of respondents can 
be analyzed to test the following hypotheses, relating 
to the AEG, more specifically the ARG: 


Hypothesis 1 (HI): Stakeholders with a higher level 
of audit education have a better understanding of the 
auditors’ responsibilities in an audit mission, relating 
to fraud (Q8, Q10, Qll, Q12). 

H2: Stakeholders with a lower level of audit 

education misunderstand the responsibilities of the 
board and the auditor (Ql, Q2, Q3). 

H3: Stakeholders with a lower level of audit 

education are not as accustomed to audit procedures 
as are those with a higher level of audit education 
(Q6, Q7, Q9, Q14). 

H4: The auditor level of assurance is perceived as 
absolute by stakeholders with a lower level of audit 
education (Q4, Q5, Q13, Q15). 

Research design 

To achieve the research objective of showing that 
audit education has an impact on the users’ under¬ 
standing of the responsibilities of the auditor, a 
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methodology similar to that employed by Fadzly and 
Ahmad (2004), Lin and Chen (2004), Siddiqui et al. 
(2009), Pourheydari and Abousaiedi (2011), De 
Muylder et al. (2012), Ihendinihu and Robert (2014), 
and Devi and Devi (2014) was used. Based on results 
obtained by other researchers in the literature, but 
also on results obtained from the curricula analysis in 
different countries, a questionnaire was constructed, 
dealing with the various aspects of the auditing pro¬ 
cess, that, in the authors’ opinion, highlights differen¬ 
ces in views and expectations that different categories 
of respondents have concerning the following: 

• The auditor’s responsibilities and the procedures 
the auditor applies in the audit mission; 

• The level of assurance the auditor provides with 
the issuing of the audit report opinion; 

• The management Board’s responsibilities within 
the company. 

These matters are the most significant factors that 
contribute to the ARG, creating unreasonable expecta¬ 
tions of the public from the auditor’s report. 

To conduct the experiment, the constructed survey 
consists of 15 pretested questions that assess the 
respondents’ knowledge of auditing, using a 5-point 
Likert-type scale for answers with responses ranging 
from 1 ( disagreement ) to 5 ( agreement ). 

The survey questions (Table 1) are linked to each 
other, and reasoning for each question is provided, in 
the following paragraphs. 

Stakeholders sample 

Using a research design similar to the previously men¬ 
tioned literature, to test the view of the stakeholders 
in the experiment, different student categories are 
considered, that highlight the same differences that 
appear in real life: 

• Minimal audit education: Stakeholders that have 
accounting knowledge, but have no audit know¬ 
ledge—this category is represented in our study by 
students at the bachelor level of studies 

• Typical audit education: Stakeholders that have 
typical auditing knowledge, either because they are 
accounting professionals (bachelor-level studies in 
accounting, members of professional bodies), or 
because of their work experience, they typically 
understand the level of assurance an auditor pro¬ 
vides, but they might not have knowledge of audit¬ 
ing procedures 


Table 2. Respondent types. 




n 

% 

Cumulative % 

Valid 

Minimal audit studies 

108 

24.7 

24.7 


Typical audit studies 

281 

64.2 

88.8 


Advanced audit studies 

49 

11.2 

100.0 


Total 

438 

100.0 



• Advanced audit education: stakeholders that have 
advanced auditing knowledge: they might be audi¬ 
tors (members of national auditing professional 
bodies) or accounting professionals that fully 
understand the level of assurance the auditor pro¬ 
vides, have advanced knowledge of auditing proce¬ 
dures and can distinguish among the auditors, the 
Board, and the management responsibilities 

Statistical measures 

The study was based on a quantitative and qualitative 
analysis of the results of the applied surveys. Running 
a one-way analysis of variance for each of the ques¬ 
tionnaire questions to find noteworthy variances in 
the mean responses and post hoc comparisons deter¬ 
mined means of respondents by category type sup¬ 
ported the hypotheses tests. This working method was 
previously used by Simnett and Higgins (2014), 
Fadzly and Ahmad (2004), Pourheydari and 
Abousaiedi (2011), Devi and Devi (2014), and Enes 
et al. (2016) 

Results 

Descriptive statistics 

The questionnaire was applied to a total number of 
438 students, during the examination session, on five 
different final exam dates, in the period May to June 
2016, depending on each student category (bachelor 
and master). The offline method of applying the sur¬ 
vey was used, rather than using online surveys, to 
allow greater control in collecting the responses. In all 
cases, the questionnaire was printed and given to the 
students at the beginning of the final exam and was 
collected at the end of final exam. 

Based on the previously mentioned respondent 
types, Table 2 shows descriptive statistics of 
respondents with minimal audit studies, typical audit 
studies, and advanced audit studies. 

More than half (64.2%) of the respondents had 
been with typical audit studies, because most students 
from the bachelor level had already completed audit 
courses. Next, 24.7% of respondents had accounting 
knowledge and minimal audit studies. Last, with 
11.2%, were students at the master’s level, who had 
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Table 3. Analysis of variance, results based on respondent types, Q8, Q10, Q11, and Q12. 

Q8: Auditor fraud Q10: Auditor fraud Q11: Board fraud Q12: Board fraud 

detection (n = 424) prevention (n = 433) detection (n = 434) prevention (n = 428) 


Category 

M 

SD 

M 

SD 

M 

SD 

M 

SD 

Minimal audit studies 

3.70 

1.153 

3.05 

1.119 

3.29 

0.932 

3.67 

0.717 

Typical audit studies 

3.78 

1.104 

3.00 

1.250 

3.08 

1.072 

3.61 

1.046 

Advanced audit studies 

4.10 

0.823 

3.00 

1.305 

3.09 

0.905 

3.72 

0.971 

Between groups (F ratio) 

2.410 (p = 

.091) 

0.067 (p = 

.935) 

1.706 (p = 

.183) 

0.370 (p 

= .691) 


Table 4. Analysis of variance, results based on respondent types, Q1, Q2, and Q3. 

Q1: Auditor financial Q3: Board financial 

statements Q2: Auditor issuing an statements 



preparer 

(n = 434) 

opinion on 

FT (n 

= 431) 

preparer (n = 

427) 

Category 

M 


SD 

M 


SD 

M 

SD 

Minimal audit studies 

2.51 a ' b 


1.390 

4.23 c,d 


0.869 

3.06 

1.050 

Typical audit studies 

1.87 a 


1.229 

4.56 c 


0.718 

2.93 

1.266 

Advanced audit studies 

1.71 b 


1.099 

4.71 d 


0.540 

2.75 

1.437 

Between groups (F ratio) 

11.762** (p = 

.000) 


9.993** (p = 

.00) 


1.046 (p = .352) 



**p < .01. 

a Mean difference between minimal audit studies and typical audit studies for Q1 is significant at the .01 level (p = .000). 

b Mean difference between minimal audit studies and advanced audit studies for Q1 is significant at the .01 level (p = .001). 

c Mean difference between minimal audit studies and typical audit studies for Q2 is significant at the .01 level (p = .001). 

d Mean difference between minimal audit studies and advanced audit studies for Q1 is significant at the .01 level (p = .001). 


Table 5. Analysis of variance, results based on respondent types, Q6, Q7, Q9, and Q14. 



Q6: Auditor verification all 
operations (n = 435) 

Q7: Auditor can use 
sampling (n = 420) 

Q9: Auditor fraud 
detection (n = 433) 

Q14: Auditor going concern of 
entity (n = 431) 

Category 

M 

SD 

M 

SD 

M 

SD 

M 

SD 

Minimal 

audit studies 

3.74 

1.223 

3.89 a 

0.922 

4.07 c 

0.934 

3.94 d 

0.799 

Typical 

audit studies 

3.53 

1.240 

3.99 b 

1.016 

4.22 

0.912 

3.90 e 

0.899 

Advanced 
audit studies 

3.67 

1.375 

4.49 a,b 

0.688 

4.55 c 

0.614 

4.31 de 

0.657 

Between groups 
(F ratio) 

1.211 (p = .299) 


6.625** (p = 

.001) 

4.844** (p = 

.008) 

4.767** (p = 

.009) 


**p < .01. 

a Mean difference between minimal audit studies and advanced audit studies for Q7 is significant at the .01 level (p = .002). 
b Mean difference between typical audit studies and advanced audit studies for Q7 is significant at the .01 level (p = .005). 
c Mean difference between minimal audit studies and advanced audit studies for Q9 is significant at the .01 level (p = .008). 
d Mean difference between minimal audit studies and advanced audit studies for Q14 is significant at the .05 level (p = .046). 
e Mean difference between typical audit studies and advanced audit studies for Q14 is significant at the .01 level (p = .009). 


advanced audit knowledge, having completed more 
courses on auditing, such as auditing standards or 
auditing procedures. 

Hypotheses test 

In this section, a statistical analysis of survey 
responses is provided, by grouping questions by the 
matter they deal with, as well as the hypotheses and 
their subsequent validation (or not). 

HI: Stakeholders with a higher level of audit 
education better understand the auditors 
responsibilities in an audit mission, relating to fraud. 

The mean of all answers (see Table 3) provided 
to Q8 (auditor fraud detection) is 3.86, so the differ¬ 
ence between students category is not significant in 


this case. However, more students with advanced 
audit studies should have answered with 
“agreement” at this question, based on their more 
complete understanding of the audit process. As a 
whole, two thirds of the total population of 
respondents either agree or partially agree with the 
auditor’s role in detecting fraud. As for Q10 (audi¬ 
tor’s role in preventing fraud), the results are con¬ 
cerning, respondents with advanced audit studies 
lean toward a neutral answer, with a Mean response 
of 3.00, similar to typical audit studies and minimal 
audit studies. No significant correlation between 
means of different categories has been found. When 
asked about Qll and Q12 (Board’s fraud responsi¬ 
bilities), in either detecting or preventing it, the 
responses have been consistent with responses 
regarding the auditors’ responsibilities: 
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• As for the Board’s responsibility in detecting fraud, 
it is known that it is not necessarily in their 
responsibility to achieve this; that is the role of the 
auditor. Still, we consider that a strong Board does 
all that it can to detect any possible fraud, and 
respondents seem to agree with this aspect, with 
38.2% of total respondents partially agreeing 
or agreeing. 

• Respondents, regardless of their level of auditing 
education have Means than lean more toward 
agreement with a mean of 3.66 when it comes to 
the Board’s responsibility of preventing fraud; 63% 
of all respondents either partially agree or agree 
with this. 

Taken as a whole, the analysis of the responses to 
these four questions do not show any correlations 
between means of answers given by different respond¬ 
ent categories. As such, HI is not validated. It seems 
that all stakeholders, regardless of their audit educa¬ 
tion level know the auditor’s role in detecting fraud. 
This is not consistent with the results Siddiqui et al. 
(2009) obtained, because in their case the student 
groups had differing results based on their level 
of education. 

H2: Stakeholders with a lower level of audit education 
misunderstand the responsibilities of the board and 
the auditor. 

For Q1 (auditor financial statements preparer), 
most respondents disagree or partially disagree (see 
Table 4) that it is the auditor’s responsibility to pre¬ 
pare the financial statements of the audited entity 
(M=2.01). Going further, for the Q2 (auditor issuing 
an opinion on FT), 90.7% of the total respondents 
either partially agree or agree that it is the auditor’s 
responsibility to issue an opinion on the “true view of 
the financial statements.” As this is a simple notion in 
auditing, this result is not surprising, although 30.4% 
of answers are not entirely convinced this is the case, 
as they only partially agreed. As for Q3 (board finan¬ 
cial statements preparer), the Board being the pre¬ 
parer of the financial statements, no significant 
differences were found between responses of different 
respondent categories. The mean response was 2.94, 
and the distribution of total answers is more or less 
equal to 20.3% (n = 114) neutral, 39.7% (n = 174) dis¬ 
agreement and partial disagreement, and 37.5% (163) 
agreement and partial agreement. The analysis of 
responses to these three questions has proven that 
audit education does have an impact on understand¬ 
ing the responsibilities of the board and the auditor, 
in the case of Q1 and Q2 (two of three). Thus, H2 is 


validated. Respondents with advanced audit studies 
and even typical audit studies were able to pinpoint 
the auditors’ responsibility in issuing an opinion on 
the true view of the financial statements, and not in 
the preparing of the financial statements. This is con¬ 
sistent with the results Siddiqui et al. (2009) obtained, 
with their sample of students having more reasonable 
expectations regarding the auditor’s responsibilities, as 
education levels increased. Our results are also con¬ 
sistent with what De Muylder et al. (2012) found, 
with regard to the responsibilities of the auditor 
and Board. 

H3: Stakeholders with a lower level of audit education 

are not as accustomed to audit procedures as are 

those with a higher level of audit education. 

For Q6 (auditor verification all operations), the 
mean responses of the three respondent categories are 
similar (see Table 5). The mean response of all 
answers was 3.60, suggesting that most respondents 
lean toward partially agreeing that the auditor should 
verify all the operations of the audited company. 

When taken together with Q6 and Q7 (auditor can 
use sampling) asked respondents whether they consid¬ 
ered the auditor can use sampling in the audit mis¬ 
sion. Here, contradicting results are found, when 
compared with Q6. A total of 70.6% of respondents 
either agree or partially agree with this statement, for 
a mean response of 4.02. For Q9 (auditor fraud detec¬ 
tion), using post hoc comparisons of means (/i), using 
Scheffe’s test, we noticed that the support of this state¬ 
ment is higher in respondents from the advanced 
audit studies group (p = 4.55, p = . 008) when com¬ 
pared with the minimal audit studies group 
(/i = 4.07). A mean response of 4.22 was achieved for 
the whole sample of responses, with 71.3% of replies 
either agreeing or partially agreeing with 
this statement. 

As for Q14 (auditor going concern of entity), the 
intention was to reveal whether respondents consider 
that the auditor has to apply sufficient control proce¬ 
dures and professional skepticism to assess the going 
concern ability of the audited entity. Similar to results 
in Q7, significant differences were found in means of 
answers provided by the first two categories of 
respondents and the third type (advanced 
audit studies). 

As such, taking into consideration the analysis of 
answers given by respondents to these four questions 
relating to auditing procedures, the results point to 
audit education as having an impact, based on the 
correlation in answers given to three of four ques¬ 
tions. Therefore, H3 can be validated. The conclusion 
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Table 6. Analysis of variance, results based on respondent types, Q4, Q5, Q13, and Q15. 


Q15: Auditor 

Q4: Auditor Q13: Auditor unqualified - no 

assurance Q5: Auditor assurance unqualified - no bankruptcy 

absolute (n = 427) reasonable (n = 429) Fraud (n = 430) (n = 432) 


Category 

M 

SD 

M 

SD 

M 

SD 

M 

SD 

Minimal audit studies 

Typical audit studies 

Advanced audit studies 
Between groups (F ratio) 

3.32 

3.15 

2.94 
1.791 (p 

1.033 

1.239 

1.343 
= .168) 

3.65 a 

3.76 b 

4.21 a ' b 
4.793** (p 

0.976 

1.112 

0.898 
= .009) 

2.98 

3.26 

3.13 

2.381 (p 

1.078 

1.156 

1.142 
= .094) 

3.06 

3.14 

3.21 

0.698 (p = 

1.026 

1.137 

1.110 

.698) 


**p < .01. 

a Mean difference between minimal audit studies and advances audit studies for Q5 is significant at the .05 level (p = .011). 
b Mean difference between typical audit studies and advanced audit studies for Q5 is significant at the .05 level (p = .025). 


on this matter is the fact that respondents with a 
higher level in audit studies have responded more 
closely toward the “correct” answer. Thus, audit edu¬ 
cation does have a role in closing the ARG. 

H4: The auditor level of assurance is perceived as 
absolute by stakeholders with a lower level of 
audit education. 

For Q4, the mean response for all answers to this 
question was unusually high (see Table 6), at 3.17, 
highlighting the fact that as a whole, many respond¬ 
ents believe that the auditor offers absolute assurance. 
Q5 asks the same question, the only difference being 
the term reasonable instead of absolute. Here, signifi¬ 
cant differences are found, in means of answers pro¬ 
vided by the first two categories of respondents and 
the third type (advanced audit studies). As for Q13 
and Q15, relating to whether an unqualified audit 
opinion signals the fact the audited entity does not 
commit fraud, on one hand, and is financially sound 
and cannot go bankrupt, on the other hand, the results 
are fairly similar. No significant differences between 
user categories have been found, with the mean 
response of Q13 being 3.18 and for Q15 being 3.13. 

The analysis of responses to these four questions has 
underlined that respondents with a lower level or audit 
education, in this case with minimal audit studies, per¬ 
ceive the degree of assurance the auditor provides as abso¬ 
lute, but it is not only these respondents. The answers 
given by respondents from the other group point in the 
same direction. Thus, H4 cannot be validated. 

Discussion 

The auditing profession has been subjected to many 
erroneous impressions regarding its responsibilities, 
mainly because the public has had expectations that 
go beyond the actual responsibilities of the auditors, 
as set by standards and regulations. 

This article sustains the idea that the level of audit 
education is also a contributing factor in decreasing the 


AEG, in particular the public’s unreasonable expecta¬ 
tions of the auditor. After analyzing the responses to the 
questionnaire, based on the sample used, the conclu¬ 
sions reveal new dimensions of audit education related 
to auditor’s role and responsibilities, and with this con¬ 
tribute to the extension of the literature. 

It seems that all stakeholders, regardless of their 
audit education level, know the auditor’s role in 
detecting fraud (HI). However, respondents also con¬ 
sider that the auditor must prevent fraud from hap¬ 
pening, which is simply not possible. In addition, 
responses regarding the Board’s responsibility have 
been similar within all categories, so the education 
level has no impact here. 

Respondents with advanced audit studies and even 
typical audit studies were able to pinpoint the auditors’ 
responsibility in issuing an opinion on the true view of 
the financial statements, and not in the preparing of the 
financial statements (H2). This type of misjudgment is 
what the reasonableness gap is—the public setting false 
expectations of the auditor’s responsibilities. 

Respondents with a higher level in audit studies have 
a better understanding of audit procedures, knowing 
that the auditor uses sampling and relies on professional 
skepticism, in the audit mission. Thus, audit education 
does have a role in closing the ARG (H3), given that 
respondents with a lower level of audit education mis¬ 
judged such procedures and responsibilities. 

A higher level of audit education should guarantee 
the fact that respondents know that the level of assur¬ 
ance the auditor provides is only reasonable, not abso¬ 
lute; however, the results are unexpected and answers 
given to linked questions are contradictory, and prove 
otherwise (H4). Even respondents with an advanced 
audit education seem to misconstrue these aspects. 

These results contribute to the literature, given the 
fact that many studies focus on improving auditing 
standards, instead of improving the levels of audit 
education, as a means to reducing the misunderstand¬ 
ing among the stakeholders and auditors, society’s 
expectation of auditors, and the AEG. 
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These findings have been mostly consistent with 
previous literature regarding the existence of the AEG 
and the fact that audit education has an impact on 
reducing the AEG, especially in the case of ARG. 
While this study has proven that audit education has 
an impact on users understanding of the auditor’s 
responsibility, the challenge still lies ahead: How can 
audit education be improved? These findings are cru¬ 
cial for the regulating bodies and professional mem¬ 
bers’ organizations, to try to educate the public as to 
what an audit mission accomplishes and who is 
responsible for each process. 

A limitation is the sample of respondents, which 
can be extended with students from noneconomic 
higher education entities, and in other regions, with 
the aim of developing comparative studies. 

Recommendations for additional research 

While the study proves that audit education can and does 
have an impact on users understanding of the auditor’s 
responsibility, the challenge still lies ahead: Now that we 
know what the matters are, how can we change them? 
How can we improve audit education, and where do we 
go from here? A first step in further research on the sub¬ 
ject should be an examination on how audit education 
impacts the level of understanding of the audit report, 
and different categories of real stakeholders (auditors, 
professional investors, nonprofessional investors, bank¬ 
ers, and others) at either a national level or, better suited, 
at the European or international level. 
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